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CERTIFIED MAIL 

Gent l emen :  

We h a v e  c o n s i d e r e d  y o a r  a p p l i c a t i o n  f o r  r e c o g n i t i o n  ~f 
exemption f r o m  F e d e r a l  income t a x  u n d e r  S e c t i o n  5 0 1 ( c ) ( 4 )  o f  
the  I n t e r n a l  Revenue Code o f  1954. 

The i n f o r m a t i o n  s u b m i t  t o d  d i s c t o n e s  t h a t  you vere  i n c o r p ~ \ r s t e d  
under the Laws o f  t h e  S t a t e  of  *******   o n  * * * * * *  * * * * ****. 

T h e  primary p u r p o s e s  f o r  which you were fo rmed  a r e :  to 
es t a b l i a b ,  maintain and o p e r a t e  r e c r e a t i o n a l  arear i n  * * * * * * *  
* * *  * * * * *  ,  s o l e l y  f o r  t h e  mutual a d v e n t e g o  o f  t h e  mambere; 
t o  engage i n  s u c h  a c t i v i t i e s  a s  may be f o r  the m u t u a l  b e n e f i t  
o f  t h e  owners  o f  p r o p e r t y  i n  * * * * * * *  ***  * * * * * *  ;  a n d ,  t o  
e n f o r c e  t h e  r e s t r i c t i v e  c o v e n a n t s  a p p l i c a b l e  a g a i n a t  
p r o p e t t i e e  i n  * * * * * * *  ***  * * * * *  .  

You s t a t e  that t h e  A s s o c i a t i o n  hno  taken title t o  one 
v a t e r f r o n t  property g i f t e d  t o  i t  t o  Ice used i n  common b y  a l l  
community p r o p e r t y  o w n e r s .  You h a v e  l i s t e d  ** ovnere a t  
p r e s e n t  . 
Your p r imary  a c t i v i t i e s  a r e  m a i n t a i n i n g  the  comteuni t y dock 
p r o p e r t y  and enforcing &he r e 8  t r i c  t i v e  c o v e n a n t s .  Your 
By-Laws i n c l u d e  as one o f  your  p u r p o s e s :  "TO maaage t b e  
community p a r k / d o c k  p r o p e r t y  f o r  t h e  e x c l u s i v e  b e n e f i t  o f  
*******  * * * * ********* * * * * * *  ****** ." 

Income i s  from member d u e s ,  b o a t  s l i p  r e n t a l s  and  some 
i n t e r e s t .  E x p e n d i t u r e s  a t e  f o r  m a i n t e n a n c e  of t h e  A e a o c i a  t i o n  
p r o p e r t y  and o p e r a t i n g  c o s t s .  

S e c t i o n  5 0 1 ( c ) ( 4 )  of  the Code p r o v i d e s  f o r  t h *  r e c o g n i t i o n  of 
e x e m p t i o n  o f  c i v i c  l e a g u e s  o r  o r g a n i z a t i o n 8  a o t  o r g a n i z e d  f o r  
p r o f i t  b u t  o p e r a t e d  exclusively f o r  t h e  p r o m o t i o n  o f  s o c i i k l  
w e l f a r e .  , 
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Sec t ion  1.501 (c)(4)-l(a) (2)(1) of rhe Income T a x  i r ~ ~ u l a r i o a a  
provides that an o t g a n i z a t  ion i s  operated  e x c l u r  i v a  13 for the 
p r o m o t i o n  o f  s o c i a l ,  w e l E a r e  i f  it i e  prsmarily e a K a 2 0 d  ;a 
p r s m o r i n g  in some way t o  coz~tcon good and general vslfarc of 
the  p e o p L e  of the community. An o r g a n i z a t i o n  e m b r a c e d  w i t h i n  
t R i s  s e c t i o n  i~ one ;'.;ich i s  o p e r a t e d  f o r  the purpoac o f  
b r i n g i n g  about c i v i c  betterments and s o c i a l  i m p s o r s u e 3 t s .  

Revenue R u l i n g  72-302, 1 9 7 2 - 1  C.R., p a g e  1 4 9 ,  s t a t e s  t h a t  a 
n o n p r o f i t  organization f o r m e d  to p r e s e r v e  t h e  apgearance o f  a 
h o u s i n g  d e v e l o p m e n t  and to r e a i n t a i n  s t r e e t s ,  sidewalks.  and 
common a r e a s  f o r  use o f  the r e s i d e n t s  is exempt urrdgr S e c t i o n  
5 0 1 ( c ) ( 4 )  o f  the Code. Membership is r e q u i r e d  o f  a31 owners 
o f  real p r o p e r t y  in the  development and a s e e s s m c n r a  are L e v i e d  
to s u p p o r t  t h e  o r g a n i z a t i o n ' s  activities. I t  w a s  5p.Le chat by  
m a i n t a i n i n g  t h e  p r  o p e t  t y normnllg maintained by a n a a i c l v a i  
g , o v e r n m e n t  , the  organizations serveu t h e  common eoad and 
genera l  w e l f a r e  o f  the people o f  the c o m m u n i ~ y .  

'Revenue R u l i n g  7 C - 9 9 ,  1 9 7 4 - 1  C.B., page 13L, mod i f i e d  Fievenue 
R u l i n g  72-102 b y  stating g u i d e l i n e s  under w h i c h  a Zoneownart 
a s s o c i a t i o n  c o u l d  q u a l i f y  f o r  exempt i o n  under E e c  t i5i: 
501(c)(6) of the Coc!e. T h e s e  g u i d e l i n e  a r e :  

1 .  The o r g a n i z a t i o n  must s e r v e  a "comaunity" v L l c F .  b e a r e  i 

r e a s o n a b l e ,  r a c o g n i e a b  l e  r e l a t i o n s h i p  to as a r e a  
o r d i n a r y  i d e n t i f i e d  as  a governme n t a I  unir; 

2 .  Xt must not c o n d u c t  a c t i v i t i e s  d i r e c t e d  t o  z?.o e x t e r i o r  
m a i n t e n a n c e  cf private r e e i d e n c e s ;  a n d  

3. The common a r e a s  or facilities must b e  for ~ 3 %  u s e  an", 
e n  joymen t  o f  t h e  general pubiic. 

This r u l i n g  s t a t e s  t h a t  a c o n u ~ u n i r y ,  w i t h i n  t h e  z c a a i n g  0 5  
S z c r i o n  501(c)(4) o f  t h e  Code and tL-.e z c g u l a t i o r ; a ,  ".., io 2s: 
s i m p l y  a n  a g g r e g a t i o n  o f  honeownere  bound togetter i n  a 
structured u n k r  formed as an i n t e e x s l  p a x t  of z p i a a  for r 5 e  
development of a real e a t a t e  s r i b d i v i s i o n  and t h e  s a l e  and 
purchase of  homes t h e r e i n .  'I 

R e v e n u e  Ruling 7h-99  s t a t e s  t h a t  Revenue  R u l i n g  ?5-102 "... 
w a a  i n t e n d e d  only t o  apprc-ve o w n e r e h i p  a n d  rpaiazeaance b y  e 
h o m e o w n % r s a  asscciation of  s u c h  a r e a s  a s  roadways arid 
p a r k l a n d a ,  s i d e o ~ a l k s  and s t r e e t  l i g h t s ,  a c c e s s  ro, or the c s t  
and en joyrnen t o f  w h i c h  i~ etrtendr*d t o  Gersbers of =he genera: 
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public, a s  d i s  t i n g u i s  h n d  from c o n t r o  i l e d  lase 9 r  a c c e n ; :  
restricred to t h e  m e m b e r s  of t h e  h 0 ~ ~ 2 0 w n e r ~ ~ '  e h r  2 c  i a : i o n  . . ." 
Y o u r  connlon area, t h e  d o c k  property, i s  n o t   pen f r , r  t h e  u c p  
and enjoyment o f  t h e  g e n e r a l  p u b l i c .  I t  is r e t  r r i c t ? d  to 
a c c e e s  and use b y  p r o p e r t y  o w n e r s .  

T k e r e f o r e ,  y o u  d o  n o r  q u a 1  i f y  f o r  s x c n p t i o ~  Prs:: p r : - ! e r a  1 
i n c o m e  + - A X  as BZI o r g a n i z a t i o n  d e f c r i b c c !  i n  5 e r r : , , ,  5 i l l f c  I ( & )  
o f  t h e  C o d e .  

Revcnue Rulinp 7 5 - 4 9 4 ,  1 9 7 5 - 2  C.B., p .  216 ? r o * : i < e i !  t h a t  a n  
o r g a n i z a t i o n  w h i c : ~  requests t a x - c x e c p t  s t a t z z .  I - , . :  e r  3 e c t i cr; 
5 0 1 ( ~ ) ( 7 )  as a s o c i a l  c l u b  w i l l  n o t  q t ~ a l i f : ~  i f  iz a d ! ? i ? i . : ; t c z r 6  
a n d  e l l f o r c e s  c o v a n n n r c  f o r  t h e  p r e s e r v a t i o n  9.' ::.t 

n r c t ~ i t e c t u t e  a n d  n p p e s r a n c e  o f  a t i o ~ ~ n i n y ;  d e - . - . ' , . - r + : :  .-*-.a,,-- t ,  
T h e r e  f o r f ,  u c  a r c  not cons i d e r i n s  e:cecip t i o ?  -11-.irr t i ;  i i ;  S a c t i ? ;  
o f t h e  C o d e .  

l r i l t i  1 y o u  e s t a i \ ? i s h e d  a n  e x z n p t  s t a t u s ,  - . 2 7 ~  s r = :  i : r t t  - .  - . - .  
r + l  i e v c d  i' t 5 e  requirements fcr : I  i 1 r . g  F e ? ; i r z -  ; : ;co~-~i !  ; _ a x  
r e t u r n s .  

Your a t t e n t i o n  i s  c z i l e d  t o  F e c t i o r !  5 2 9  o f  :;s I:zc:rr:zl 
F-avcnuc C o d e  w h i c h  v . 7 ~  a d d e d  b y  t h e  T a x  R e l o r =  -2.c.r. o f  i - 3 7 5 .  
T h i s  S e c t i c l i  p r o v i d e s  t h n c ,  n c e r t a i n  c i r c i l : ~ ~ : a - . c ~ ~ ,  a 
l ; o v c o w n e r s '  a s s o c i a t i o n  nay e l e c t   or t o  b e  c x z ? :  o n  I t %  
I i e x r ~ p  t f u n c  t ion in~or~ie" which incl~ides r . e ~  be: i-.;s d u e s  = i i?%~ 
o r  a b t - e s s m e n t s  f r o n i  o l ~ n s r s  of t e a l  3 r 0 p e r t y .  f:.? o i ~ = r _ t  j ~ z  

m a d e  b y  f i  l i n ~  T o r n :  112011, i f  you u e t e r r i n r ?  : k 3 ;  -,ncr 
o r e a n  i z a  t ion o u ~ l i r i e p  under S e c r i o r ?  5 3 E .  

y o t i  d o  n o t  a c c e p t  o u r  f i n d i n y < c - ,  GI? r e c c ? - ! ? ~ . ; <  --.at -2ou 1; 

r e c ; u e s l ;  2 z o n c e r e n c e  b r i t j l  D conbsr s f  o u r  ?-?zi .y- . : , l  o C i i c . 2  
c o n f e r e n c e  s t i z f  2 .  Y o  q 0 a c c = i i : e r c ; c r :  ? ; . ~ u l i :  
i n c i u e e  a w r i t t e n  h p p e a l  . < i - r i n k ;  t i r e  E a c c ~ ,  l a - - . ,  2-,.= any o : . - , e r  
incormstion to s u p p o r t  ~ O I J T  3 0 s i t i 0 a  a s  e ) ; p l a l ? . s i  i n  
e n c l o s e d  P u b I i c a t i o n  8 9 2 .  Y o u  w i l l  ti-,en b e  cc . - : i . ; r - zC  t e  
arrc lngc  n d a t e  fcr a c o n f e r e n c e .  T-:\E co;!fer . ; - - !c~.  -.a7 t t  i1:!!1 
a t  the R c ~ i o n a :  o i f i c e ,  o r ,  i f  ;.-OII r e q u e s t ,  a:  a-, - :  r : u t u & ; i : :  
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c o n v e n i e n t  D i s t r i c t  o f f i c e .  I f  we d d  n o t  h e a r  E r o m  y o u  : s i : i ; i n  
3 0  eavs o f  :he d a t e  oi t I l is  Z e c T e r ,  t h i c  d c t n . r : ~ l n i l t i o ~ a  w i l l  
b e c o a e  f i n a l .  

* * * * *  **** * * * * *  
5 i s  t r i c t :  : ; i r t s  t r t r  


